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MONDAY - SEPTEMBER 15, 1997

Introduction
• Thank you for inviting me to join you today.

• I'm pleased to have this opportunity to share some information
about the health care industry and Blue Cross and Blue Shield of
Florida.

)

Dynamic Industry
• The health care industry has undergone some dramatic changes,
particularly in the last ten years. And today, these changes are
continuing to take place at an increasingly faster pace.

• These changes are far-reaching and affect every aspect of the
industry - the delivery system, financing, medical technology and
the growing use of information as a dimension of competition.
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• The industry is in a period of intense consolidation and integration.
For example:
◊

Hospitals are consolidating into both national and local
systems.

◊

Physicians are abandoning solo and small group practices for
larger groups or for affiliation with practice management
companies.

◊

Reported mergers and acquisitions within the health care
industry make daily headlines.

)

• One of the biggest changes we're seeing is in the growth of
network-based health care such as health maintenance organizations
(HJv1Os) and preferred provider organizations (PPOs). Today,
more than 150 million Americans nationwide have chosen
network-based health care.

• Our experience at Blue Cross and Blue Shield of Florida mirrors
this trend. The vast majority of our customers is enrolled in either
Health Options, our HMO, or one of our PPO products.
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• Innovative health care programs that focus on coordinated care like
that in an HMO have contributed to a 20-year low in the national
medical inflation rate.
◊

For the last two years, health care costs grew by only 2.5% per
year (AssocuitedPress, 4/10/97}- quite a contrast to the doubledigit increases of the 1970s and mid-1980s.

• However, analysis shows that costs are likely to rise again as a result
of several factors that include:

')

◊

The long-term trends of an aging population;

◊

Continued escalation in the cost of prescription drugs; and

◊

Health care reform that has resulted in costly mandates and
restrictions on how HMOs select and work with providers.

• Health care reform - insurance, tort, Medicaid, Medicare, etc. has certainly influenced the evolution of our health care system.
From all indications, health care reform will continue to be part of
the legislative agenda. While no one can predict for certain the
outcome of reform efforts at the state or federal levels, we will
continue to work for reform that relies on private market solutions.
)
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Focus on Prevention
• In tandem with the shift from fee-for-service to network-based
health care is an increased focus on prevention, early detection and
treatment of disease.
◊

Today, we not only take care of you when you're sick, we
want to do whatever we can to prevent you from getting sick
in the first place.

• The statistics demonstrate that the coordinated approach offered in
network-based health care plans holds great promise for America's
)

future health. For example, government statistics show:
◊

Women enrolled in HMOs are more likely to obtain
mammograms and other cancer screenings than women
enrolled in fee-for-service plans;

◊

Babies born through network-based health care programs are
much healthier than the national average; and

◊

Network-based health care patients with cancer are diagnosed
and treated earlier than patients in fee-for-service plans.
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• Results like these are possible because network-based health care
plans take a partnership approach to their members' care.
◊

Sophisticated information systems allow doctors to track
which patients need cancer screenings and other important
tests, and then remind their patients to obtain these services
on schedule.

◊

And, just as important, these plans encourage their members
to play a greater role in making decisions about their health
care by working directly with their personal physicians.

·)

• Network-based health care plans provide special programs to help
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patients with health conditions like diabetes or asthma regain
control of their lives. Let me use asthma as an example:
◊

Childhood asthma is a distressing and sometimes frightening
problem for parents and children. Studies show that repeated
visits to the emergency room are not only costly and
unnerving for families, but they do little to teach patients how
to avoid attacks .
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0 Our asthma program at BCBSF is called Asthma Care Plus.

And within this program, physicians, nurses, health educators
and our HMO members work together to establish a selfmanagement plan for the member that includes monitoring
airway flow and evaluating their environment to eliminate
asthma triggers.
0 Our HMO members become active participants in taking

control of their own condition and improving their health rather than being passive victims of their illness.
0 This kind of teamwork is impossible in the fragmented fee_)

for-service environment.

• Network-based health care plans also offer expanded benefits to the
elderly. And, in fact, the new budget recently signed into law by
President Clinton offers seniors more opportunities and more
incentives to adopt a network-based health care approach for their
Medicare dollars.

)
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• Our Medicare &More plan is an HM:O we have designed especially
for seniors.
◊

Medicare &More gives Florida seniors access to comprehensive
health care services that focus on prevention with small out-ofpocket charges.

0 This approach allows doctors to detect a patient's health

problems early, improving their quality of life by treating
problems before they become major, life-threatening illnesses.

• These are some of the reasons why we are continuing to invest in
)

expanding our network-based health care capabilities.

BCBSF Moving Forward
• At Blue Cross and Blue Shield, we also are building on our ability to
serve Floridians' needs for quality, affordable health care by making
changes in the way we do business.

)
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• For example, we are creating a "virtual office" capability that will
electronically link us with the doctors in our networks.
◊

With Virtual Office, a doctor's staff can access information
on-line about a patient's insurance coverage and benefits as
well as submit medical clearances and claims.

◊

Even better, all of these activities can be completed
electronically in a matter a minutes.

• As we move forward with implementing Virtual Office and other
innovative programs and capabilities, we are working to strengthen
)

our relationships with physicians across the state and make it easier
for them to practice quality, effective medicine.

• Not too long ago, we announced an organization redesign initia!ive
that improves our ability to serve customers today as well as
positions us to exceed customers' expectations in the future.

)
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• The redesigned organizational structure reconfigures our five
current regions into three geographic business units - or GBUs with main offices in Jacksonville for North Florida, Orlando for
Central Florida and Miami for South Florida.
◊

Hopefully, you've already heard this news. In the North
GBU, Ernie Brodsky has been appointed as the Sr. Vice
President in charge of our north Florida operations.

• These GBUs will serve as the primary focus for day-to-day business
operations.
)

• Florida is a diverse state and care is delivered at the local level by
people who are familiar with local conditions. Our new GBU
structure, with the corresponding senior executives located in each
geographic area, will strengthen our local presence by putting
decision-makers into the different local environments, giving them
the ability to:
◊

Deal with decisions where the business happens;

◊

Have the flexibility to consider local conditions;

◊

And, increase the speed of decision-making.
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• And while each of the GBUs will deliver the same wd. of service
and options, the approach we use may be different, based on the
local conditions and population within each of our business units.

• We' re also moving forward in other ways to provide our customers
with a complete solution to their health care needs - including
disability, health, life and now workers' compensation.

• In July we incorporated Comp Options as a wholly-owned
subsidiary of Blue Cross and Blue Shield of Florida and formed a
strategic alliance with a subsidiary of Travelers (CSSC). Comp
)

Options is designed to provide employers with a better way to
manage their workers' compensation programs.

• Comp Options promotes a comprehensive approach to give
employers one source for insurance services, claims management,
managed care and safety management. It uses a specialized workers'
compensation network of doctors, hospitals and specialists who
focus on occupational medicine, trauma treatment and early returnto-work programs.

)
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Conclusion
• We are excited about the opportunities ahead - although we realize
that with every opportunity there are also challenges.

• As the health care industry continues to evolve and consolidate, we
anticipate the Florida market will be dominated by 3 to 5 major
players that are predominantly managed care companies.

• If that happens, we intend to be one of those companies. And, to
do that, we are making the changes and investments necessary to

)

provide Floridians with quality, cost-effective health care programs
that focus on prevention, early disease detection, greater quality of
life and coordinated care between personal physicians and
specialists.

• We will meet the challenges of the future and strive to exceed our
customers' expectations through innovative products and
capabilities that provide our customers with more value for their
health care dollars.

• And, now, I think we have time for a couple of questions ..... .
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